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SUBJECT: COCOA - AD HOC COMMITTEE ON INTERNATIONAL COCOA 

AGREEMENT, INTERNATIONAL COCOA ORGANIZATION, LONDON, 
JUNE 12-16, 1978 
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1. SUMMARY: AD HOC COMMITTEE MET TO CONSIDER PROPOSALS 
ON POSSIBLE RENEGOTIATION OF INTERNATIONAL COCOA AGREE- 
MENT; COMMITTEE'S REPORT WILL BE SUBMITTED TO JULY 24-28 
MEETING OF INTERNATIONAL COCOA COUNCIL WHICH WILL MAKE 
FINAL DECISION ON RENEGOTIATION. TWO PROPOSALS WERE 
CONSIDERED: (A) THOSE OF THE US, CALLING FOR REPLACEMENT 

OF CURRENT AGREEMENT WITH PURE BUFFER STOCK ARRANGEMENT; 
AND (B) THAT OF PRODUCERS, WHICH CALLED FOR UPWARD 
REVISION OF PRICE PROVISIONS OF CURRENT AGREEMENT TO 
"REFLECT CURRENT MARKET TRENDS". PRODUCER'S DOCUMENT 
INDICATED CONSIDERABLE FLEXIBILITY ON BUFFER STOCK VS. 
EXPORT QUOTA QUESTION, REFLECTING GENERAL CONSENSUS THAT 
NEW AGREEMENT'S PRICE STABILIZATION MECHANISM SHOULD BE 
SIMPLER THAN CURRENT AGREEMENT. WHILE CERTAIN CONSUMERS 
(MOST NOTABLY USSR) INDICATED UNWILLINGNESS TO CONSIDER 
ANYTHING ELSE BUT SIMPLE EXTENSION OF CURRENT AGREEMENT, 
INSISTENCE OF PRODUCERS FOR RENEGOTIATIONS VIRTUALLY 
ENSURES JULY COUNCIL DECISION TO RENEGOTIATE COCOA 
AGREEMENT IN FEBRUARY 1979. END SUMMARY. 

2. ONLY TWO PROPOSALS SUBMITTED TO THE AD HOC COMMITTEE 
WERE THOSE OF US AND THE PRODUCER'S GROUP. U.S. DELEGATE 
(O'DONNELL) STATED THAT US WAS NOT SEEKING TO PROVOKE 
RENEGOTIATIONS NOR TO AVOID THEM BUT THAT USG WANTED 
ICCO MEMBERS TO HAVE AN OPPORTUNITY TO HEAR OUR VIEWS 
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CONCERNING A POSSIBLE NEW COCOA AGREEMENT. U.S. DELE- 
GATION STRESSED ITS CONCERN WITH DECLINING US CONSUMPTION 
AND EMPHASIZED THAT WE CONTINUE TO VIEW PURE BUFFER 
STOCK AS THE BEST WAY TO STABILIZE THE WORLD COCOA 
MARKET. US PROPOSALS AND ENSUING ANALYSIS ELICITED 
FAVORABLE RESPONSE FROM MAJOR EC CONSUMERS (FRG, FRANCE 
AND UK). NORDICS (SWEDEN AND NORWAY) STATED THEY RELIEVE 
ANY BUFFER STOCK ARRANGEMENT MUST BE ACCOMPANIED BY 
STANDBY EXPORT QUOTAS TO BE FULLY EFFECTIVE. PRODUCERS 
EXPRESSED INTEREST IN US IDEAS BUT STOPPED WELL SHORT OF 
ACCEPTANCE. 

3. THE PRODUCERS' PAPER CALLED FOR RENEGOTIATION OF THE 

1975 AGREEMENT. ACCORDING TO PRODUCER SPOKESMEN (KOUAKOU 
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OF IVORY COAST), THE PRINCIPAL PRODUCER CONCERN WAS THAT 
THE ECONOMIC MECHANISMS IN THE CURRENT AGREEMENT HAD 
NEVER HAD AN OPPORTUNITY TO FUNCTION AND THEREFORE THE 
AGREEMENT HAD NOT FULFILLED ITS OBJECTIVES. PRODUCERS 
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NOW SEEK A GUARANTEED MINIMUM PRICE, VIEWING THE CURRENT 
PRICE RANGE AS TOO LOW. PRODUCER PROPOSALS CALL FOR AN 
ANNUAL PRICE REVIEW TO BE BASED ON SPECIFIC CRITERIA (IE 
TREND OF COCOA PRICES, CONSUMPTION, PRODUCTION AND "IMP- 
ACT OF CHANGES IN WORLD ECONOMIC AND MONETARY SYSTEM"). 
THE PRODUCER PAPER DID NOT TAKE ANY SPECIFIC POSITION AS 
TO THE STABILIZATION MECHANISM TO BE USED IN ANY NEW 
AGREEMENT AND PRODUCER SPOKESMEN INDICATED THEY HAD AN 
OPEN MIND ON THE MATTER. 

4. WHILE MOST CONSUMERS ENTERED THE AD HOC MEETING 
SUPPORTING MERE EXTENSION OF CURRENT AGREEMENT, THE CON- 
TINUED STRONG PRODUCER PUSH FOR RENEGOTIATIONS AND THE 
TABLING OF THE US PROPOSAL WILL PROBABLY MEAN THAT NEGO- 
TIATIONS ARE INEVITABLE. THE USSR REMAINED MOST EMPHATIC 
SUPPORTER OF SIMPLE EXTENSION OF CURRENT AQREEMENT. A 
FORMAL DECISION TO RENEGOTIATE IS EXPECTED TO EMERGE FROM 
THE JULY COUNCIL MEETING. US IS EXPECTED TO BE INVITED 
TO MEETING AS AN OBSERVER. 

BREWSTER 
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